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THE SIT 

The progress toward recovery which business 
has been making since August was somewhat 
interrupted two weeks ago by the announcement 
that a strike of railroad employees was to be 
called on October 30, and also by persistent 
rumors that railroad freight rates were to be cut. 
Nevertheless it should be realized that this is 
probably a temporary hindrance because almost 
any settlement of these questions is better than 
continued uncertainty. The leading industries in 
New England are in a slightly better condition 
than a month ago on the whole, and there is 
certainly more optimism. Very few people are 
looking for a rapid improvement in the situation, 
so if the present rate of progress continues, ex- 
pectations will be fulfilled and that in itself will 
breed further confidence. It must be admitted, of 
course, that it is not entirely lack of confidence 
that is holding business down, although that is 
having its effect. the retail 
trade, for instance, where the outstanding orders 
for merchandise to be delivered in 
are very small. 
had 


seasonal operation of industry, largely through 


This is seen in 


the 
Before the war, this country 


future 


made _ considerable 


progress in reducing 
the custom of placing orders for merchandise 

The 
buying 


Now 


the stocks of finished goods throughout 


months before delivery was desired. 
present epidemic of hand-to-mouth 
has therefore aggravated the depression. 
that 
the country are low and there is so much evi- 
dence that the average commodity has at least 
stopped: declining in price, if not actually started 
to go up, it would appear that the excuse for hand- 
to-mouth buying has practically disappeared. 
The market was quiet dur- 
ing October, while New England woolen and 
worsted 


Boston wool 


mills continued at about 


80 per cent. of capacity,—the rate maintained 


to operate 


JATION 


since early summer. Cotton mills held their 
own with production at approximately 80 per 
cent. of normal capacity, but they, like wool tex- 
tiles, have reached the point where it is difficult 
to increase operations. 

The boot and shoe industry is not quite as 
active as it was two months ago, as this is their 
quiet period between seasons. Production dur- 
ing September was about to per cent. less than 
that during the corresponding month last year. 
Shipments from the factories following the usual 
seasonal tendency are declining. 

The paper industry is making substantial 
progress. Production has been increased lately 
without enlarging finished stocks. This is quite 
significant because, previous to August, stocks 
were reduced only by curtailing production. 
The industry is still much below normal but the 
improvement is encouraging. 

The metal trades are showing more life. They 
had become so dull the past summer that not- 
withstanding the present increased activity they 
remain relatively quiet. However, inquiries 
and orders are improving and the industry 
should hold much of its gain throughout the 
coming winter. 

The total value of contracts awarded for new 
construction in New England during September 
was only three quarters as large as in August 
according to the F. W. Dodge Company. The 
physical volume of construction which these 
contracts cover likewise declined. The cost of 
building has not changed appreciably during 
the past few months although it has had a 
downward tendency. 

Unemployment is undoubtedly lower in this 
district The 
Mayors of many New England cities have made 
provision for expanding municipal work and 


now than for several months. 
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appointed committees to aid the unemployed in 
finding jobs. One of the largest woolen mills 
is to undertake an expansion of factory space, 
partly with the view of supplying work. That 
is in line with the recently announced intention 
of the United States Steel Corporation and 
Standard Oil Company of New Jersey, of antici- 
pating future plant requirements. There is not 
as much talk of extreme distress during the 
coming winter as there was two or three months 
ago. Usually manufacturing is more active in 
winter than in summer and consequently takes 
on employees at the time when out-of-door 
industries such as building and farm work are 
becoming quiet and laying off help. The two 
conditions usually balance fairly well. If manu- 
facturing shows more than the normal seasonal 
improvement this coming winter, then the total 
amount of unemployment should decrease. 

Retail trade was not particularly good during 
September. The comparatively warm tempera- 
ture, especially during the early part of the 
month, made it difficult for dealers to interest 
consumers in fall merchandise. October was 
cooler and brought a turn for the better, sales 
improving. Stores are not carrying heavy stocks 
of merchandise as a rule although they are in- 
creasing them now in anticipation of the late 
fall and holiday business. Retail prices have 
shown little if any change during the past few 
months. Cotton goods have been marked up 
somewhat as a result of the extended rise in the 
price of raw cotton, but merchants hesitate to 
make ePCNn¢ ral ine reases because the consumer is 
critical and is not interested in higher priced 
goods. He wants quality,—at a price. 

Credit conditions continue to be satisfactory 
in this district. Money rates are declining 
slowly. This is particularly encouraging when 
it is considered that they usually increase at this 
time of year when so much money is needed to 
market the crops. The demand for credit to be 
used within the district has increased coincident 
with the improvement in the general business 
situation. In the West, on the contrary, the 
demand for credit to be used for crop moving 
purposes has lately subsided considerably, re- 


flecting the progress of liquidation in that sec- 
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tion of the country. An encouraging feature of 


local interest is the fact that the country banks 
are continually increasing their purchases of 
commercial paper. Investment funds are accu- 
mulating again. 

Many of the same evidences of improved 
industrial conditions that are found in New 
England are seen throughout the country. The 
iron and steel industry is increasing production, 
until now it is operating at about 4o per cent. of 
capacity as compared with 20 per cent. in July. 
The output of soft coal has been growing since 
the middle of August, partly because of the 
approach of winter but also as a result of in- 
creased manufacturing activity. The number 
of weekly freight car-loadings,—an index of 
industrial conditions,—makes a new high record 
for this year nearly every week. Here again the 
season of the year accounts for some but not 
all of the improvement. 

Commodity prices have had an upward trend 
since the first of summer, according to several of 
the standard price indices. The rise of the 
average commodity has been moderate but 
several, such as cotton, calf skins, and oil, have 
made large gains compared with their low 
prices. Wheat and corn, on the other hand, re- 
cently fell to the lowest prices reached this season. 

Probably the largest source of new wealth 
in this country is the annual yield of the crops. 
The gathering of these is nearly finished by now. 
With the exception of the cotton crop, which 
is extremely small, the other important crops 
promise good yields. In fact crops the world 
over are generally the average size or nearly so. 
The 1921 world wheat crop will be larger than 
last year and equal to the five-year average in 
the period 1914-1918. The corn crop this year 
will equal that of 1920 and will be about 15 per 
Cent. larger than the 1909-1915 average. 

Taken all in all, business is better now than it 
was during the summer. A few industries are 
slowing down as winter approaches,—building 
operations, agriculture, and automobile produc- 
tion, for example. But, eliminating the gains 
due merely to the seasonal influences (admittedly 
large), there still remains evidence of a real 


improvement. 
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General Money Market. The general money 
situation continues to improve especially in the 
larger centers of the district. The rediscounts 
with the Boston Federal Reserve Bank from the 


large city banks have a tendency to decline, 


while, on the other hand, a large number of 


3 
MONEY AND BANKING 

Banking Operations. From a low point of 

$34,000,000 on May 17, 1918, the Boston Federal 

Reserve Bank’s loan to member banks rose to 

the record high point of $243,000,000 on Janu- 

ary 2, 1920, a rise of 610 per cent. On October 

19 of this year it was down to $56,000,000, only 

some $22,000,000 above the war-time low, thus 


country banks are taking advantage of these re- 
discount privileges, a condition due in part, on 
doubt, to increased demands in the agricultural 
districts for carrying and moving crops. Funds 
are accumulating through liquidation of invento- 
ries and consequent contraction of loans in the 
industrial centers, an influence tending towards 
greater ease. But opposed to this is the con- 
tinued pressure of frozen credits in the smaller 
and agricultural communities where liquidation 
of crops has been a slow process. 

Call money which remained firmly pegged at 
6 per cent. for three months was quoted at 514 
per cent. at most of the Boston banks beginning 
October 10, this new rate also being generally 
applicable at country banks in this district. 

The market for time money continues quiet 
and narrow at 6 per cent., but commercial paper 
has broken through the old level, rates now 
ranging from 5% to 6!4 per cent., with consid- 
erable paper moving at 5°4 per cent. Prime 
double-named mill paper is available on a 5% 
per cent. basis. The rate basis at which Bank- 
ers’ Acceptances sell reflects a further softening 
of the market, the ruling rate for prime go-day 
unendorsed acceptances now being 4!% per cent. 
Active demand has sprung up for this class of 
paper, corporations with idle money, owing to 
business stagnation, being large buyers. For 
such, bankers’ acceptances offer an excellent 
form of liquid investment, pending business re- 
vival. 

The easing tendency in money has been re- 
flected also in the bond market where standard 
listed long-term bonds have been conspicuously 
strong and active. The highest grade of taxable 
bonds are now plentiful on a 6 per cent. basis, 
while the longer maturities of liberty bonds are 
commanding prices to yield in the neighborhood 
of 4.8 per cent. 

Rates in the open market at Boston on October 
20 were as follows: 

Commercial Banks to Customers, 6 percent. 
srokers’ Call Money, 5)4 per cent. 
go-day Prime Bankers’ Acceptances, 


unendorsed, 4% per cent. 


Commercial Paper (note brokers), 514 to 614 per cent. 
Year Collateral Loans, 6 per cent. 





having wiped out go per cent. of the post- 
Armistice inflation. Comparison with the ac- 
companying chart brings out the striking sea- 
sonal regularity of the fluctuations in the curve 
he total loan to member banks, 
the peaks occurring about New Year’s time and 
the low points each summer. In directly inverse 
relation to these fluctuations are the high and 


representing t 


low points in the inter-reserve bank transactions 
curve, which shows the Federal Reserve Bank 
of Boston as borrowing most heavily outside of 
this District at periods when its loans to member 
banks are running highest, and lending most 
when the latter were low,—again a_ highly 
seasonal curve. Bills purchased in the open 
market are now at the lowest point since before 
the war, 111 per cent. of the post-Armistice 
gain having been cancelled. 

The second chart analyzes the division of 
the loan to member banks as between banks 
located in Boston and those outside. It is note- 
worthy that the peak in loans made to country 
banks preceded by one year the peak in the total 
member bank loan, whereas that for Boston 
banks followed four months after the total peak. 
In January, 1919, when country banks were 
getting their maximum assistance from the 
Federal Reserve Bank of Boston their propor- 
tion of the total was 60 per cent. A year later 
it was 32 per cent. In April, 1920, when loans 
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to Boston banks reached their highest. figure 
they were getting 8o per cent. of the total, with 
the proportion to outside banks down to 20 
per cent. On October 19, 1921, these propor- 
tions were 59 per cent. and 41 per cent., respec- 
tively. 

From the low point reached the week of the 
Armistice, member bank reserve deposits in the 
Federal Reserve Bank of Boston, as shown by 
the third chart, rose 50 per cent. to their peak on 
October 15, 1920, since which over half of this 
gain has been wiped out. The peaks of reserve 
deposits for Boston banks and for all banks 
coincided in December, 1919, but the peak for 
country banks followed almost a_ year later, 
in November, 1920. The reserve deposits 
of the Boston banks at the time of their peak 
were 62 per cent. of the total of such deposits 
for the district as compared with 53 per cent. 
when those of country banks were at their 
height, and with 56 per cent. on October 11, 
1921. Both reserve deposits and loans to mem- 
ber banks in Boston continue to show a steady 
decline whereas the corresponding figures for the 
country banks in this district have been prac- 
tically stationary since mid-summer. 


Member Banks. It has been pointed out above 
how drastic has been the contraction in member 
bank borrowing at the Federal Reserve Bank of 
Boston. When country bank borrowing was at 
its height in January, 1919, the reporting banks 
in selected cities outside of Boston were borrow- 
ing 11 per cent. of their total loans to customers. 
When accommodations to Boston banks reached 
their peak one year later,—that is, in January, 
1920—they were getting 15 per cent. of their 
total loan. On October 11, 1921, Boston banks 
received assistance to the amount of 5 per cent. 


ANALYSIS OF LOANS TO MEMBER BANKS 
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of their total loan as compared with 3 per cent. 
for banks outside of Boston. 

That the reduction of the Federal Reserve 
Bank of Boston’s discount rate to 5 per cent. on 
September 23 was of little interest to the mem- 
ber banks of this district is attested by the 
$10,000,000 (20 per cent.) decline in borrowings 
of the reporting banks during the three succeed- 
ing weeks. Analysis of the weekly condition 
statements received from these banks, however, 
shows that such declines were confined to the 
banks located in Boston, whereas the total for 
the outside banks expanded  slightly,—about 
$248,000. 

Liquidation in the total loan of Boston banks 
appears to have run its course, loans reaching 
their low point on September 7, since which date 
there has been a gradual gain, amounting on Oc- 
tober 11 to $14,000,000 (2 per cent.) although still 
nearly 15 per cent. below the first of the year. 
The reporting banks in selected cities outside 
of Boston, however, have contracted their loans 
very little as yet, and on October 11 were only 
a trifle above their low point for the year,—still 
equal to 95 per cent. of the January 7 figure. 
The course of total deposits for member banks 
has closely followed that of loans. 


United States Treasury Operations. During 
September our total interest-bearing debt de- 
clined $5,000,000 to a figure $177,000,000 below 
one year ago. In one year the Liberty and Vic- 
tory issues have been contracted $596,000,000 
(3 per cent.), the decline in last month alone 
amounting to nearly $100,000,0c00. No new 
financing in the form either of Certificates of 
Indebtedness or Treasury Notes took place 
during October. Government withdrawals for 
the first three weeks of October amounted to 
approximately $44,000,000 in this District. 


| 
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RETAIL TRADE 
The unseasonably warm weather during the than last year. The stocks of goods maintained 


first part of September retarded the sales of fall 
The 
colder weather during the latter part of Septem- 
ber and the first of October stimulated sales but 


goods in the retail stores in this district. 


not enough to bring the September total up to 
that of September last year. 

The net sales of the eight largest department 
stores in Boston were 9.2 per cent. less this last 
September than during the corresponding month 
a yearago. The net sales of 18 department stores 
located in other New England cities declined 
12.3 per cent. in the same period. Women’s 
apparel shops located in Boston did relatively 
better than the department stores, the sales of 
three representative ones being but 4.7 per cent. 
less this year than last. The dollar sales of the 
18 department stores outside of Boston in both 
August and September this year were less than 
in the corresponding months in either of the past 
two years, but the Boston Department stores 
have maintained sales above the rorg level al- 
though they are running behind the 1920 totals. 

Although there is no way to measure the phys- 
ical volume of goods sold, a rough indicator may 
be found by comparing the number of sales 
The 
sales transactions of four Boston department 
stores during September were 12.6 per cent. 
larger this year than in September, 1920, while 
the number of sales transactions of four depart- 
ment stores located in other New England cities 

5 per cent. larger this past September 


transactions between the various months. 


Was 3.5 





During 
-r 1921 
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August 

1g2I 

8 Boston Department Stores ‘ — 9.2! +22.4 

18 Outside Department Stores . r —12.3 a 
Total 26 Department Stores ri - 99 17 
3 Boston Women's Apparel Shops : — 4.7% — 5 
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NET SALES 


EIGHT BOSTON OEPARTMENT STORES 
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by merchants have been increasing during the 
past few months, due to the usual stocking up 
with fall goods. For the past five months the 
stocks maintained by the department stores 
which report to this bank have been about 18 
per cent. lower than they were during the cor- 
responding period last vear. On September 30 
the eight Boston department stores had less stock 
measured in terms of its dollar value, than on 
September 30, 1919, while the 18 department 
stores in other New England cities had almost 
identically the same amount. 

Cotton goods have increased in retail price as 
the result of the extended rise in the price of raw 
cotton. Retail prices of most merchandise have, 
however, remained stationary during the past 
month. A few merchants report that they 
have marked down house-furnishings, furniture, 
china and glass, but it cannot be said that these 
reductions are general. Deliveries are satisfac- 
tory on all classes of merchandise with the pos- 
sible exception of ginghams, and occasionally on 
full fashioned hosiery. The consensus of opinion 
is that house furnishings, hosiery, shirt waists and 
toilet articles are selling well; clothing and shoes 
fair; while pianos, phonographs, sewing machines, 
silks and confectionery are selling poorly. 

The outstanding orders of seven Boston depart- 
ment stores on September 30 amounted to 7.4 
per cent. of their purchases during 1920; for 
ro stores outside of Boston 7.3 per cent.; or 
for the 17 combined, 7.4 per cent. 
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maf ey +10.9% 3.44 3.78 
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WOO! The Boston wool market was 
quiet during October. Prices 
of coarse wools strengthened slightly although 


there was considerable resistance to higher 


quotations. The popularity of knitting and the 
wide use of wool hose and stockings are partly 
accountable for the increased demand for low 
wools. The eovernment wool auction held the 
first part of the month in Boston was very 
successful, practically all of the wool being sold. 

Wool prices in this country have not kept pace 
with those abroad notwithstanding our tariff on 
wool and a dome Stic produ tion of only between 
one half and two thirds as much as we consume. 
There is a possibility that foreign markets have 
been stimulated both artificially by the British 
Government and by c 


nsiderable buying on 
the part of the German Government. It would 
seem that there is artificial stimulus because there 
is already available a tremendous amount of wool 
throughout the world in addition to the new clip, 
which is now being shorn in Australia. The 
British Government through the British-Austra- 
lian Wool Realization Association has found it 
necessary for many months to regulate the 
amount of wool offered for sale. 

The situation in this country is further aggra- 
vated by the attitude of the clothing manufac- 
turers and goods merchants. The retail trade 
insists that it must have lower priced clothing 
to offer to the public in order to maintain sales. 
Clothing manufacturers insist that they cannot 
produce lower priced clothing unless they have 
lower priced cloth. This chain of circumstances 
reacts finally on the textile manufacturer so that 
he is forced to resist higher raw wool prices. 

Woolen and worsted mills in New England have 
been operating at approximately 8o per cent. of 
maximum capacity since last June, showing 
practically no change from month to month. 
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COTTON While fluctuations in the quo- 

tations for raw cotton during 
the month of October were not as wide as dur- 
ing the previous month, the price situation still 
remains unsettled and the effect of this is felt 
in both yarn and cloth markets. Successive 
government estimates have constantly reduced 
the size of this year’s crop from something over 


Q 





000 to 6,5¢ 





8,000,0 »,000 bales. Exports to the 
middle of October are nearly double those of a 
year ago. Prices on the whole reflect a down- 
ward tendency, spot cotton in New York regis- 
tering a decline of between two and three cents a 
pound during the first three weeks of October. 

Cotton consumption in September aggregated 
485,000 bales for the United States, 159,000 
bales of which were accounted for by New Eng- 
land mills. Both figures are noteworthy in that 
they represent the first month since the begin- 
ning of the depression when consumption has 
been larger than during the same month of the 
preceding year; in each case the increase amounts 
to 7 per cent. 

Though the per cent. of increase in the price 
of cotton goods since late spring has been less 
than that of raw cotton the actual margin pre- 
vailing during the middle of the month between 
the value of a pound of standard print cloth and 
a pound of cotton—33c.—is fully one-third larg- 
er than during the period of minimum quota- 
tions. Cotton goods in general are higher than 
last month and a very fair volume of business is 
being transacted though both buyer and seller, 
with few exceptions, prefer that this be based 
upon deliveries that extend little beyond the 
immediate future. Until the willingness of the 
ultimate consumer to pay prices based upon the 
prevailing cost of raw cotton is demonstrated, 
there will be little incentive for forward commit- 
ments of the volume usual in past years. 
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BOOTS AND SHOES 


The New England boot and shoe industry is 
in a comparatively satisfactory condition al- 
though production during September was less 
than in August. Shoe production normally 
becomes less at this period of the year when 
factories are completing their production of fall 
shoes and preparing for the spring trade. The 
charts below show how closely the industry is 
following its normal course. The six concerns 
whose data are charted are large ones and are 
more or less comparable. The left hand chart 
shows that a year ago now, the industry was 
beginning to feel the full effects of the oncoming 
depression. Between the point of maximum 
production in January, 1920, and the low point 
in December the output was more than cut in 
half. Throughout the season when shoes for 
the fall of 1920 were being produced the output 
was comparatively small. Therefore the low 
production of a year ago rather than a large 
one at this time accounts for the fact that pro- 
duction has lately been higher than it was in 
1920. Shoe factories in New England have been 
yperated during the summer at approximately 
70 per cent. ol capacity. 

The trend of the shipments of shoes from fac- 
tories is shown on the center chart. Shipments 
during September, although less than in August, 
were ona par with those of September, 1920. If 


MANUFACTURING CONDITIONS IN 


As Shown By Six New 


September, 1921 compared with September, 1920 


September, 1921 compared with August, 1920 


BOOTS ANDO SHOES 
PROOUCTION 


StX NEW ENGLAND MANUFACTURERS 








BOOTS AND SHOES 
SHIPMENTS 


SIX NEW ENGLAND MANUFACTURERS 


they follow their normal seasonal course they 
should decline between August and VYovember. 
During the first part of this year shipments were 
considerably larger than production, but begin- 
ning with early summer the output exceeded 
shipments. In September this condition was 
again reversed and shipments were | slightly 
higher than production. During the winter of 
1920 there was a severe storm which tied up 
the railroads and seriously retarded factory 
operation. With the exception of this pe riod 
shipments of shoes from the factories during 
each month of 1920 have been larger than in the 
corresponding months of this year. 

The fluctuations in the amount of net new 
orders received each month are shown on the 
right hand chart The effect of the epidemic of 
cancellations in t 


he early summer of 1920 is 
shown quite vividly. This rapid drop of course 
forecasts the almost equally rapid decline in ship- 
ments in the following autumn. The new orders 
received during the spring months of this year 
have been reflected in the shipments made this 


fall. The rate at which new business is being 
booked will govern the rate of shipments and 
production during the coming winter. The table 
below gives the latest statistics from the facto- 
ries whose data have been used in preparing the 
accompanying charts. 
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PAPER Conditions in the paper industry 
Statistics to 
five 
decreased. 


continue to improve. 
that for 
have 


successive 
Until 
the significance of this 
development was largely offset the fact 
that improvement rather to 
curtailed production than to any increase in 
the 


September 1 show 
months mill 


recently, however, 


1 
STOCKS 


Nn 


by 


this WwW: due 


iS 


volume of sales and shipments. Figures 


for August as shown by the accompanying chart 
note a new movement in the form of a sharp 
upturn in production; the downward trend in 
stocks is at the same time maintained, however, 
as shipments exceeded production by something 
over tons. 


t indicate that t 


ie Preliminary data to October 
hese gains have been maintained. 

Improvement in production has not been lim- 
ited to any one grade of paper as increases range 
from 8 per cent. in the case of news print to 15 
per cent. in fine writing, tissues, and the coarse 
grades used in roofing and sheathing, and above 
20 per cent. in the case of book, wrapping, and 
paper board. 

It must be remembered that at its low point 
production as a whole represented scarcely 55 
per cent. of capacity and that, even with the 
improvement noted, operations are probably 
proceeding at not more than a 70 per cent. basis, 
with a somewhat higher percentage of activity 
in the case of news print and paper board and a 
lower average in most other grades. 

The volume of advertising carried by maga- 
zines of national scope,—one index of paper con- 
sumption,—has, for the past six months, slightly 
exceeded that appearing during the same period 
of 1918, but has averaged approximately 30 to 
40 per cent. respectively below the 1919 and 
1920 levels. 

Prices continue steady with no changes of 
significance. 


PAPER PRODUCTION AND STOCKS 
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COMMODITY Practically all of the standard 
PRICES wholesale commodity price indices 
in this country have stopped de- 
clining and have turned upward. This movement 
corresponds with the present trend of commodity 
prices in most foreign countries. That is signifi- 
cant inasmuch as prices started to decline at 
The 


upward movement in this country has now been 


nearly the same time throughout the world 


in progress three or four months and in general 
has been of only moderate proportions, though 
a few specific commodities, such as cotton for 
example, have had very large increases. 

While this rise in prices is of importance it 
should be realized that the present trend toward 
the restoration the relationship 
which existed between the prices of the various 
groups of commodities is much more significant 
It is pretty generally understood that one ot 
the fundamental causes of this business depres- 
sion has been the reduced purchasing power ot 
large groups of people, caused by prices being 
“out of line.”” During September, five of the nine 
groups of commodities used by the United States 
Department of Labor (in its index of 


of pre-war 


327 COM- 
modities) had price changes which tended to 
restore the 1913 balance. This index showed a 
rise in the price of farm products, chemicals and 
drugs, cloths and clothing; a decrease in food 
stuffs, house furnishings, fuel and lighting, and 
lumber and building materials; while metal 
products remained stationary. 

The chart below shows how the price of farm 
products has fallen, declining to a much lower 
level relatively than the price of house furnish- 
ings, and in fact lower than the general average 
of commodities, so that the farmer is at a dis- 
tinct disadvantage and his purchasing power 
correspondingly reduced. 


COMMODITY PRICES 


ALL COMMODITIES, FARM PROOUCTS ANO HOUSE FURN'SHING GOODS 


g 1920 921 








Commodity Prices are those of the U. S. Department of Labor 
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FOREIGN TRADE 


(ne of the causes of the present industrial de- 
pression is often thought to be the decline in our 
export trade. For several months statements 
have appeared in the newspapers showing that 
$200,000,000, 
and even $500,000,000 less a month than in the 
the that 


the decline amounted to as much as 50 per cent. 


our exports were $100,000,000, 


corresponding month year before, 


or more. In order to ascertain whether our for- 


eign trade actually was declining, considered 


from the standpoint of the tonnage, (7.e. the 


number of bushels, gallons, or other unit of 
physical measurement), the Federal Reserve 
Board has constructed indices* which show 


the trends of the physical volume of foreign 


trade. The contrast between these and the trends 
as expressed in terms of dollar values are very 
striking, (asshown in the charts below). The phys- 
ical volume of our exports is now actually higher 
than it was during the first of 1920, whereas the 
lollar value is but one half what it was at that 
time. So far from our exports actually falling 
off, they are really increasing. Furthermore, 
comparisons between 1919, 1920 and even 1921 
exports on the physical volume basis with those 
of 1913 show that exports for the past three years 
have been consistently above pre-war levels. 
The trend of the physical volume of imports 
into this country during 1920 has been some- 
what different from that of exports. These were 


‘The commodities chosen for these indices are those for which 
prices are compiled by the Federal Reserve Board in the 
preparation of its international price index. The list includes 
25 of the most important imports the value of which in 1913 
formed 47.7 per cent. of the total import values, and 29 of the 
most important exports the value of which in 1913 formed 
56.3 per cent. of the total export values 


UNITED STATES EXPORT TRADE 
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more than cut in half during the year. This is 
not surprising when it is considered that the 
volume of our imports constitutes a fair meas- 
ure of the degree of prosperity within this coun- 
try. When ‘‘times are good” it is the natural in- 
clination of people to spend more money and 
this spending quickly affects the volume of im- 
ports. In January, 1919, just after the Armistice 
the physical volume of imports into the United 
States was practically the same as that in the 
pre-war year of 1913, but as the post-war period 
of inflation swept over the country imports 
mounted rapidly until in March, 1920, they were 
two and a half times the Janunry, 1910, level 
and correspondingly two and » ualf times the 
they had 
and January, 1919, vol- 


1913 level; but by Decembx 1920, 
again fallen to the 1913 
ume. The dollar value of the imports, due to 
the rapidly falling price of commodities, declined 
at a more rapid rate than the physical volume. 

There are two factors which tend to further 
confuse the foreign trade situation. The first is 
that it is well known that there is a tremendous 
tonnage of shipping idle at the present time in 
our harbors. The other is that foreign exchange 
operates against most countries and in favor of 
the United States. 

As for the idle ships, notwithstanding the 
ereat amount of tonnage involved, the govern- 
ment reports that the tonnage of vessels engaged 
in foreign commerce entering and leaving our 
ports at the present time is considerably more 
than a quarter greater than the average during 
the pre-war years of 1911-1913. This 
sponds closely with the increase in the physical 
volume of both exports and imports as described 
above. 


COFrre- 


The reason for so many idle ships is 
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UNITED STATES IMPORT TRADE 
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The dollar value and physical volume are expressed in terms of per cent. of the 1913 monthly average 








I¢ MONTHLY REVIEW OF THE 


a decline in the amount of 
shipping actually engaged in commerce, but the 
dur- 


lur- 


thus seen to be not 


fact that new tonnage came into existence 


laster than it Was destroved: 


ing the war 


thermore, there has beén considerable construc- 


tion since the Armistice. There is in fact a 


enter oot a , as hippine aff 
greater tonnage Of merchant shipping alioat 
today than ever before in history. Then, too, 
ships flying our flag are not carrying their pro- 
é : 


portion of the United States’ commerce; in 
they transported about 48 
in July this year on 
but 

It is sometimes felt 
been 


countries in cutting shipping rates, in 


per cent 
ly 43 per cent., not 
nevertheless, significant. 


that 


decline, 
our vessels have not 
able to keep pace with those ol foreign 
facta 
The drastic extent to 
which rates have been reduced is clearly demon- 
the chart at th 


rate war is being waged. 


strated in bottom of this col- 
umn showing the trend of freight rates as com- 
piled by the Federal Reserve Board. Rates to 
Europe during August were but slightly more 
than one-third of what they were in January, 
1920. 

Foreign exchange rates have moved against 
foreign countries and in favor of the United 
States since the Armistice, until now foreign 
the average command but half 
as many dollars as in November, 1918. The 
chart below shows the trend of an index of for- 
i the Federal 


importance to 


cul rencies on 


rates compiled by 
Board, (it 
rates with those countries with which 
This 
to the United States, and, 


eigen exchange 


Reserve gives more 
exchange 
we do the largest amount of business). 
decided advantage 
conversely, equally decided disadvantage to for- 
eign purchasers, would certainly operate to re- 
strict our exports and correspondingly increase 
our imports, were it not for the fact that com- 
modity prices abroad have increased more than 
| 

INDEX OF OCEAN FREIGHT RATES 

snvigeoryieal 


v S TO EUROPE 


Index expressed in terms of per cent. of rates in January 1920 
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in this country, both during the war and in the 
post-war period of inflation. At the 
time, notwithstanding foreign commodity prices 
are higher than ours when compared with prices 
prevailing in 1913, it is found, if these foreign 


present 


prices are adjusted so as to take account of 
the differences in exchange rates, that our prices 
are actually slightly higher than the average of 
foreign prices. 

In order to facilitate the reconstruction of the 
devastated regions of France and Belgium and 
to rehabilitate the economic structure of the 
countries which were engaged in the late war it 
has been commonly thought that it would be 
more or less necessary for this country to send 
raw materials and machinery to the stricken 
countries so that the latter might supply their 
people with work. The fewer products in the 
finished form that this country exported the bet- 
ter, from an economic standpoint, for these 
sorely pressed countries. To a large extent that 
is what has happened. Since 1919 our exports 
of raw materials have been increasing steadily 
while exports of finished goods have been de- 
Our exports of raw materials have 
not been up to the pre-war average until the last 
few months but exports of finished products 
are about one third larger than in 1913. 

Imports into this country of raw materials and 


creasing. 


semi-manufactured articles rose to very high 
levels following the Armistice but when the 
depression started in 1920 both fell off very 


sharply. In fact by 1921 imports of raw mate- 


rials were averaging considerably less than in 
1913. The imports of semi-manufactured goods 
fell off as rapidly but did not get down to the 
pre-war average 

Very few people realize how rapidly Germany 
has come back as a factor in international trade. 
Prior to the war she was one of this country’s 


FOREIGN EXCHANGE INDEX 


wu 


Curve starts in November 1918. Index expressed in terms of per cent. of par 
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best customers. During the first eight months 
of 1920 Germany was the eighth largest pur- 
chaser of our goods, but during the first eight 
months of this year she advanced to third place. 
Last year Belgium, France, Italy, the United 
Kingdom, Canada, Cuba, and Japan, were all 
larger purchasers of our exports than Germany, 
while today only Canada and the United King- 
dom take precedence over her. 
isonly a part of the story. 


That, however, 
During the first eight 
months of 1920 we purchased more in sixteen 
other foreign countries than we did in Germany, 
while during the first eight months of this year 
only nine countries sold us more than did Ger- 
many. This clearly indicates that German in- 
dustries are very active. The mark was quoted 
in the United States (Oct. 24) at one fortieth of 
its pre-war value while German commodity prices 
are only twenty times their pre-war value. Their 
commodity prices, when figured on a gold basis, 
are extremely low, much lower in fact than in this 
country. The above comparisons of Germany’s 
foreign trade were made in terms of its dollar 
value. The physical volume of our exports to 
Germany during the year ending June 30, 1921, 
aggregated 66.8 per cent. (two-thirds) of their 
pre-war total and the tendency during the last 
few months has been for it to increase. An anal- 
ysis of the volume of exports of specific commod- 
ities shows that Germany took 40 per cent. as 
much cotton, 50 per cent. as much copper and 
considerably more food stuffs during the fiscal 
year of 1921 than in the corresponding year of 
IQI3. 

The United States’ trade with Soviet Russia is 
much greater at the present time than is gener- 
ally realized. The United States Department of 
Commerce has issued a statement based on offi- 
cial Soviet papers which shows that the United 
States supplies 16 per cent. of Soviet Russia’s 
imports, only Great Britain and Germany fur- 
nishing a larger proportion. Shoes, especially 
men’s, represented more than half of the goods 
we shipped, the bulk of the remainder consist- 
ing of leather, white flour, binder twine, and 
agricultural machinery. 

Our foreign trade situation is not discourag- 
ing when viewed broadly. Certain aspects of it 
such as the decline in the exports of finished 
goods have undoubtedly aggravated the depres- 
sion in the manufacturing industries. The pro- 
ductive capacity of these was expanded more 
rapidly during the war than the normal growth 
of this country warranted. On the other hand, 
the increase in the exports of raw materials 
has tended to relieve the stress on other indus- 
tries than manufacturing. 
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LABOR A preliminary report to the 
Department of Labor and Indus- 
tries of Massachusetts, covering 654 labor organ- 
izations with an aggregate membership of 
124,000, shows that 19.4 per cent. of the mem- 
bers were unemployed for all causes and 14.6 
per cent. because of lack of available work on 
October 1. These figures represent a substan- 
tial improvement over those of the previous 
quarterly inquiry when unemployment aggre- 
gated 25 per cent. and the amount directly 
traceable to lack of work, 20 per cent. Unem- 
ployment in Haverhill and Lynn, shoe centers, 
remains large, and the same condition exists in 
the various metal working centers of southern 
New England. Seasonal 
making themselves felt; 


influences are also 
concerns engaged in 
work closely connected with the automobile 
industry, for instance, feel a natural slackening 
of activity and are forced to lay off a consider- 
able number of men, while on the other hand 
candy manufacturers are recruiting help. 

Reports from the three Massachusetts Public 
Employment Offices for the four weeks ending 
October 15 show that applications for positions 
numbered approximately 41,500 (with unskilled 
labor predominating), while the number of per- 
sons called for by employers amounted to but 
3,400. The ratio of applications for positions 
to persons called for by employers is now approx- 
imately 12 to 1 as contrasted with a ratio of 
1g to 1 during May of this year. The 
Springfield and Worcester offices all report much 
better employment conditions with regard to 
women than men. 

Concerted movements in individual cities to 
relieve unemployment, either through the Mayor 
or a local committee, are bearing good results. 
The employment situation is being carefully 
canvassed, the unemployed registered, and an 
appeal brought directly to individual employers 
to hire labor to the extent of their capacity and 
especially to make at this time repairs and im- 
provements that might otherwise be deferred 
to a later date. 

The amount of part time employment in some 
localities presents a problem nearly as serious 
as that of total unemployment. Where indus- 
tries are operating on part time the volume of 
earnings received by the individual employee 
frequently is not sufficient to meet the require- 
ments of his family. The effect of this condition 
after a long period of part time employment 
cumulative and is bearing heavily 
upon municipalities in the southern part of New 
England, closely connected with the metal, 
machinery and tool making industries. 


Joston, 


becomes 
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Condition of Selected Member Banks 
(In Thousand { D I 
Banks in Portland, Fall River, New Bedford, 


Banks in Boston. Springfield, Worcester, Providence, 
Hartford and New Haven. 


Change since 
ASSETS O l pt. 14, ’2 EB Ag let. HL, "21 Sept..14,721 j 1, ol sane 7s on 


: 2 3 $306,684 —8,417 
Loans Secured by U.S. obligations 30,065 33,180 as — 32,926 15,148 5,42 17,455 —2,307 
oans Secured by Stocks and Bonds, 149,501 139,396 147,343 4 15 69,039 ) § 70,120 1,081 
. pi 
4 


{ 


‘ ial and . : _ ¢592 799 4 > 22 > 5 
Commercial Loans and Investm« ce dS ») 


)Q 


)/ 


25,/2L  preb, 8,3 ( 


& é 

U. S. Certificates Owned . ; 2,330 1,271 6,898 4,5 6,177 5,254 Yo 6,074 

( 93 ] 43 +8461 
Total Loans and Investments 723,706 712,278 824,440 -—100,734 436,535 429,725 445,953 9,418 

Cash in /aults BE 


) 
Jther U. S. Obligations Owned. 13,088 11,498 10,154 4-4 134 $7,904 43,649 39 


: : 776 15,964 - 4,188 13,754 14,178 14,389 635 

Reserve at Federal Reserve Bank 9.535 63,992 4,457 20,144 21,458 24,5C4 -4,760 
LIABILITIES 

Net Demand Deposits 563,930 557,6 604,974 41,044 240,681 243,609 266,316 —2 


Time Deposits . 74,226 15; 68,753 + 5,473 138,973 139,832 135,243 + 


4 
/ T ‘ 


5,635 
J,f 
icf 


Government Deposits 31,633 6,526 + 25,107 9,319 2,880 3,783 + 5,53¢€ 
Total Deposits. 669,789 641,567 680,253 10,464 388,973 386,321 405,342 —16,3€9 
Money Borrowed at Fed. Res. Bank, 32,047 $5,117 115,324 S211 §,927 8,339 


d 8,670 + 
Capital 56,200 56,200 55,937 | 13 31.350 31.350 31.350 


Surplus : ; : 62,136 62,136 61,899 4 3 29,750 29,750 29,350 +4 


Undivided Profits. : : 22,465 22,465 19,162 + 3,303 16,684 16,684 15,293'--] 


Ratio of Borrowings to Total Loans, 4.439, 6.33%, 13.98% 55% 2.04% 1.949, 1.94% 0.10%; 


Condition of Federal Reserve Bank of Boston 
In ‘I s fD 
RESOURCES LIABILITIES 


Oct. 19, 21 Sept. 14,21 Oct.19,?20 Jct.19,721 Sey 
GoldReserve against. R.Notes$217,746 $203,380 $188,265 Papital 4 : : $7,935 $7,935 
Gold Reserve against Deposits, 40,780 39,731 43,245 Surplus ; : ; : 19,068 18,905 

Total Gold ' 258,526 243,111 230,510 
Legal Tender and Silver . 16,748 15,602 7,518 ment ; : 1,699 2,066 383 

Total Cash Reserves . 275,274 258,713 238,028 Member Bank Reserves, 113,848 110,639 122,661 
Discounts secured by U.S. Sec., 24,847 32,960 73,818 All other 706 813 oi 
Discounts—Commercial Paper, 46,953 62,59 70,892 Total Deposits . 116,515 113,518 123,557 
Bankers’ Acceptances purchased, 4,500 3,445 45.671 Federal Reserve Notes ; 231,940 241.999 305.376 
U.S. Sec. against F.R. Bk. Notes, 13,936 543 24,638 Federal Reserve Bank Not« 7,906 7,966 17,016 
Other U.S. Securitiesowned . 730 8: 560 Collection Items 46,640 47,111 59,225 


Total Earning Assets . 90,966 : 215,579 Allother liabilities . 15323 1,273 4,836 
lIncollected items. 59.833 57.45 72.966 Total Liabilities . 431,327 438,707 530,005 
Other resources : ; 5,254 3,432 Reserve Ratio . ; : 79.0% 72.8° 53.4% 


Total Resources. . 431,327 530,005 Loans to other I'ed.Res. Banks,16,042 27,057 64,526 
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